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.Bzfitish Considerations of the Reduétid
East-West Trade Controls.
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G. Wheeler, C.B.; ‘Under Secretary,
g Ministry of Defence

H. Gresswell, C.B.E., Assistant Secretary
* Miniatry of Defence

Allan Edden, Head, Mutual Aid Department
. Foreign Office

Admiral W. S. Delany, Deputy Director
Mutual Defensme Assistance Control

Robert W. Barnett, Regional Affairs Office
Department of State

Edwin G. Moline, Acting Deputy to the Minister
for Economic Affairs,
Amer ican Embassy,; London

The meeting waa in response to British initiative for some bilateral
discussions of East-West trade matters, taking advantage of the oppor-
tunity of the visit to London of Admiral Delany and Mr. Barnett. This is
a summary report of the British views expressed at the meeting.

After initial pleasantries, Mr. Wheeler gsaid that he had particularly
wanted an opportunity to talk with responsible U.S. officlials regarding
East-West trade matters because the British had under review at the present
time the question of a modification of the existing lists in the light of
the concepts which were now dominating a great deal of the military plan-
ning. Prior to the French initiative to call a CG meeting, the British
independently had been considering the meaningfulness of the present
control 1ists drawn up as they were initially against the concepts of
long~drawn-out warfare of attrition on a global scale. Nowadays, when
tae military recognized the devastating power of thermo-nuclear weapons
and planned in terms of wars of short duration and nearly total destruc-
tzion of industrial objectives with the initial attack and retaliation; the
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-ab:limiting . the. auquisution of ¢
) £ the industrial base necessary
Al ‘”gmdrawnwout. war ‘on a.global scale, seemed to have ever
than’ had previously been‘é&he case. Furthermorey. wh
; Judgment that the present ccmtrols were of very limit
~ anee in tems of weakening the ability of the Soviet
: with- conventional ‘weapons; it was hard to rebut th
control lists were: of ,even less significance againa_ the new loncepts. .

i In addition to this reexamination vhich the Bri{'.iah hag under way'’
when the French proposed the CG meeting (which the British found premature’

_because of the stage which their own studies had reached) they were con-

fronted with great domestic pressure both to relax controls generally

“"and to bring China.controls down to the level of those applying to the
. rest of the Soviet Bloc. This pressure was to a large sxtent Parlia-
~ mentary pressure reflecting the opinion of the public in several consti-
tuencies, motivated both by the public reaction to. the better atmosphere
following the Geneva talks, reaction to the exhortation of the Government
to export more; and the fact that some individual segments of business
failed to enjoy the general prosperitw of the coumtry.

Tt was too early to say what changes the British would have to sug-
gest in the control lists, as the matter had not béen fully considered by .-
the Ministers. In the meantime, the British would stand upon the tri- s
partite pre-Summit agreement on handling strategic trade controis in '
negotiations with the U.S.S.R. - It was thought, however, that the Btitish
would be ready and would wish to talk in more detail with the United
States in another three or four weeks about the outcome of their studies.i_
As a general indication of the conglusions towards which they were moving -
it might be noted that in place of the present criteria for listing items,
the British military were, in terms of strictly defense requirements, -
. testing the listing of individual commodities against the.c ‘Jsideration
-of whether their continued control would significa.nt‘.ly ’
;eadlnoss of & potent1a1 aggressor to launch an attac wit
weapons or effectively 1imit the defense of the Soviet'Blo again‘s% :
retaliatory attack of, the " sa.ma sort from the West. Whers an item was in
:the 1ist at present primarily to hamper industrial development useful to
the ability of the Bloc to wage conventional war for a long period on a
global scale, it would be the British view on the basis of 1ts new conﬂe;t
that such an item should no longer be retained.

R IR TS Ly The British were asked whether they recognized the possibility of
.- S ‘11mited localized wars being fought with conventional weapons; say on the
: . Korean pattern, or alternatively the possibility that the threat of thermo-
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nuclear destruction might be mutually regarded #o real as to place
such weapons in the category of gas in the last war, leaving the global
war to'bg/ifought with conventional weapons. They replied ‘that while the
recognized such possibilities they did not seem to provide sufficient
reasons for maintaining controls over the types of things which might
affect Bloc capacity to wage such wars. In the British view, the Sovie
‘Bloc had adequate capacity and stocks of sconventdonal: weapons 80 as to
be completely beyond the reach of Westqrn.contxglgs Whioh, on the most
optimistic sppraisal, had had almoat.no.effecton ibe Soviat'a mITI%ity
capacity. Some British opinion held this view so strongly that it fel
thers' was no reason why conventidnal weapons should be controlled. None-
theless, the British would not propose, in implémehtation ‘of their new
concept; to remove conventional weapons from the 1ist, or machinery 80
Specialized as to be useful only for producing such wespons or ammunition,

or items incorporating advanced military know<how,. ' o

In response to another question, the Britisli:said they were prepared,
as indicated above, to hold to the tripartite position previously agreed S
in July with regard to the present East-West trade controls for the Foreign .
Ministers' talk in Gensva. Even if they had not/wished to do so; they would
not have been in & position to advance their new, ideas by ‘the time of that
meeting. : et Ty

¥

Mr. Wheeler spoke briefly to the point 6r'tba’Britj.sli dissatisfaction
with the differential between the China controls and those applying to

Eastern Furope. The sum total of the British pre o on this question
was to convey the impression that they ¢ Jed _ﬁhe_}mg&ng}mgs‘@g}g‘- _

Spr . Ihey Yook for graate
lishment, of one Li&k AppIXcable -to the entire Bloc, In making their pre-
sentation on the point, however, they stressed the imposaibility of their

g o 4

continuing to maintain in Parliament that théere was any logis in keeping
différentials when the iiems.on,the Chingse. J1st eéuld be ‘obtained through

CARPUB AR (IRl

" Eastern Europe if they were esgantial to the Chinebe economy, and bé
acquiréd at an additional ¥osY which was of 1t4Te Yeal algnificance so
far &6 its impeding Chixedé industrial development or milltary potential
was concerned. The British contended that mény of the difTerentisl items
were of a kdnd which were thought to be immediately useful in the prosecu~
tion of the Korean War, tut this excuse was Q.anger. yalid since the hot
war had been Concludsd in the Yar Fast, !;:i‘?lr’ud further that perpetua-
tion of the system merely.drowe.the Chingee Bore.closaly joto the arms of

s
L
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Mr. Barnett made & closely reasoned presentation of the U.S
+on the need to maintain both the European cantrols and the Chine
differential. He stressed in particular that the Chinese evidently
found the differentials extremely distasteful and‘girp“?m*’tﬁﬁaw
~ the trade controls removed. This important f tor, in addition to th
real, though perhaps marginal, economic effsotd, wis something that - -
~~ should be regarded as a valuable bargaining sspet. The voluntary, mult
.. lateral, differential controls now applied should not be abandoned pre=
. maturely when they might figure as a substantial factor in negotiating
an improvement in the situation between China and the West. Attached
hereto is a summary prepared by Mr. Barnett of the argument he develope
Messrs. Wheeler; Gresswell, and Edden remarked that they had found the
statement of justification for the U.S. attitude very{lluminating, ‘and
intimated that full account would be taken of it in presenting their
.- . recommendations to the Ministers.. ‘ S

It remained the British contention, however, that the strategic
controls applicable to China might be modified without doing violence
to the UN Resolution branding China as an aggressor. They suggested

- that they were quite prepared to make such a change after discussion
with the other nations maintaining the multilateral controls. They . W
mentioned in particular that sn additional element in their thinking : B
was their belief that the controls_ sre. disipgtegra case and

had better be modified in an, orderly fashion for goms, ,pd'céi“xfe'ﬁfqpﬁ““f“
than %o be brought into disrepute by gonstant questions and wholesale
modiff cations. . RIS SR e
S ere e e n ae e N ta‘, 3 ) .

On the specific question of a,jte for the CG mesting, the British:"

thought it would be agreeable to aim for a period ten days or two weeks
after the end of the Foreign Ministers' meeting but not earlier than the L
first week of December. The British would have prepared their own views i
by that time it thought that such a schedule wuld press a bit tightly '
if there were to be a full-scale exchange of views with the US and French
. prior to the meeting. They specifically said that they expected to talk .
., informally with the French prior to the scheduled October 3 trilatersls

in Paris conveying to them points that they had put before us. :

o In concluding the discussion, the British said that they hed partic-

- ularly wished to bave it understood by the United States that they not
only envisaged one list applicable to the entire Commmist World, which S oAt
was clearly one Bloc, bui they also contemplated & reduction in the Furopean
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‘ t. This had been an important consideration _
:ﬁgx ] t: discuss China controls mﬁt;gh t::;o::ench p;raoposal big:
2 CG'm > when t might later as period have !
Lo e e e e L S
In response to a question as to W er 1 e mmw b
that an agreement:should be sought on a re £ the Eurc 8t

nd th " the new Buropean level,
then a reduction of the China controls %o »
:rllx:thé: they contemplated an immediate redustion ofth present Chinae "
controls to the present Europem levels while the neir, British cancep

teke the latter app-roach.‘

v
‘ .

Attachment A-Summary of US Argumentation in Do
> Bilaterals on East-West Trade , o Ty
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ATTACHMENT A

TMYARY OF U.S. ARGUMENTATION IN_US.UK ‘BILATERALS N EASTSMEST TRAIE -

" London, Seprr 26, 1955 .

be called into session until the first week in December or ten dsys after .
adjournment of the Foreign Ministers Meeting, whichsver were the laler date. ..
This would permit.taking into account not anly the Geneva discussins of
Exports but also progress, if any, in the Chinese-US Ambassadorial talks, O
The British, ad referendum, accepted this suggestion, . SR

41, ‘Te UK and the US should, if possible, agres that the CG should not

2., The US-UK-France should continue to be bound by the July Trilateral .
Agreements on handling of East-West Trede problems with the USSR, This agree-
ment, in brief, was that there should be no retreat fram the security trade
control system except in return for substantial Soviet conocessions in other
fields, e.g., disarmament and security. The British stated that it was their
understanding that that position was unchanged, sc far as the negotiating
requirements of the quadrilateral discussions at Geneva were concerned,

3. As to elimination of the so-called China differential, our spokes-
men said that the US could not accept the UK conclusion that it was timely
_or desirable to do this, In outline our argumnts were; '

a, The UN has named Cammunist China an aggressor and adopted a
resolution calling for a selective embirgo, Neither dctim has been rescinded.
We have, therefore, a legal obligation to treat Caxmnizt CHinu~ dif ferently
from the rest of the Soviet Bloc, S S

‘e"\'

’ o X . PR S R

b, The British, and soms other Europsans, tend to regard Chinese
Comrunist aggreszicn as over, The Kgrean amjstice violationg, the arms and
air build-up opposite Formosa, and Chinese al .,&og_riofhhh%dn,nﬂt Teassure

us as to abondonment of ‘(l‘-hi,nves!e:::gémimﬁ'ﬁft,‘iggreaain‘jﬁﬁﬁﬁqba. A

: VI LAt -
¢. The British tend to regard the China embeirgo as econowically and
* militarily ineffective, Me can'admit that the eponomie aud military impact
of controls is not such as to deprive China of war-making city, and still

.ance. 1ikes the e

2% as

regard the controls as of vital importance. 2 1814k
inconvenience they create, It resents intensely their sgmbolic significance:
the controls are a tangille indication that & 1large group of courkries agres
to treat China &8 a parish in the family of nations, Continuation of this

affront to their amour propre constitutes an effective form of preasure,

" 'd, The United States bears a military lesd, om behalf of the Free
World, of primary importance in defense of its seofirity in the Pacific area,

Our views &8 to the security requirements of the area should be accorded
spec1al respect by countries bearing less or no military responsibilities
in the aresa, We regard perpstuation of differential oegntrols as essential

. B

for security reasons. And to those who disagree with this judgment and

, L desire
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say thatithe most prunising means for mlmti‘ogﬁpg
tensions'1s contimiation of the bilztersl Anbas

We believe that the minor concessigns being Eade.] "“:ﬂii

have been the result of Free Would firgness and
firmness and relax the pressure prenaturoly ﬁ%‘f‘fmltrato the pro-

longed and painstaking attempt now being made to move toward understandings
and arrangements which might-diminish the danger of Chinése Cammnist resort.
to force, Burope would have mmch to lose from a failure of the US-Comnuniat

Chinese talks which oould result from & Chiman belief mt‘fit"cm divide,
the West without meot:mg US terms, : :

: e, " The foregoing. obagrvatiom do no do ,gg a.q um smnt of -
the present temper of public and Congm, ww Q}}M n { U te Stafas. N
The British need not be told that our Congress 'uﬁé“onprom sing, 1

hitherto, in its rejection of propocala to tmt Ommnist China even on the
same basis that we tmat the USSR, :

CONFILENTIAL
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DRAFT‘ SUIIIIARY RDPORT ON SENIOR EOONOMIC OFFI
(w. , S. Delany) .

trade had one hour on the agenda, Wednesday, 21 Septambero C

I presented the attached |_paper, follmled by Walatro

attachedS Mr. Waugh, in the chalr, asked for. comment’ or;_any‘;,statemnt the»-f_

m's presentation )

country representations present desired to make on HahtroBLsmapyia}sal of
national attitudes as reflected in _QQQOM. - There were no comments, Brown ‘
{U.K.) questioned the cost ratio staff pa;‘;t_rax_"\_(.sws'-,].') “u' relates to the ‘ |
stx‘ateéic evaluation of items. I invited his attention to the fact that | |
the concept was based on the effect of the over-all economy of the Bloc
and on his further questioning, I stated I did not accept the cost ratio ' l
concept as an added criterion because in my opinion it smacked of economic |
warfare, and was not negotiable. | |

Regarding the bilaterals with the u.k.l, which took place in London on
September 26, Moline, Barnett and myself met with #celer and Gresswell of
Defense and Edden of the Foreign Ofrice. The discuuion opened by my stating -
thst we would appreciate the present thinld.ng of the UK, representativea
towards trade controls, especially China. 'Whe'eler began his presentation
by stating that U.K, present thiniing. mﬁmm,nmmt of stems |
pointed towards security requirements of the West in s globalwer with

un- St et

nuclear weapons. When questioned if limited wars with conventipnal weapons

need not be equally considered, U.K. voiced the opinioi: ‘that the bloc was o i
practically self-sufficlient in that respect.’ U.K. stated they were working | }
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Defep_geff‘iowexﬁew'”l‘:the formulation of such a liat, and anticipated readiness

-in about .one month'. U.K. gave no indication of 115 j’:control - exnep :'to

they would attempt jtem justification. i ‘

Regarding ‘the timing of .the forthcoming| ¢ --U.K. aé;ifeed to a meeﬁin_g
not earlier than first week in December or at least. ten daye arter the end
of the Forelgn Ministers Meeting, whichever was hter. T »

Regarding Chi_na controls Barnett presented the U t,ﬂ.§& point ofv ?ew on |
the necessity for holding to the present level. (Notes att.ached were prepared
by Mr. Walstrom immediately following meetmg ) Mr. Barnett emphasized the
J.S. responsibility in the China area and the neceasity for the retention of
5 unified effort in the support of that position and stated that the U.S. at
this time had no room for manuevering on China controls and that the possi-
1mility of flexibllity is related to a change in circux_wtances which might result
if a firm line could be held during the Geneva talks between the U.S. and Chinese
Ambassadors. |

U.K. had previous to thi.s indicated 1ittle mtere;t in the CHINCOM list.
They, however, did appear to react to the U.S. presentation and expressed an
appreciation of the U.S. position. The Foreign Ofﬁee representative stated
that they did not agree with the U.S. position of . !’orce or threat towards China
as a means of winning any change in Chinese attitude, - Nevertlieless, t.hey '
supporteéd the U.S. positioxi in the U.N, this year on the recognition issue.
They were not clear as to what this might mean for their attitude towards the.
U.S. position as relates to trade controls. |

U.K. expressed the desire to come to & single 1ist of controls contending

that China and USSR are one group and should have the same treatment on trade.
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They did not agree that there could be a differential as relates to the
potential of‘ each in limited wars with conventional weapons.

Tt was evident to me that as.a .reault,,of.,tha.mam.m,,and
the U.K, bilaterals, that unless there _.f«.sd,g.‘,,cx;_a.ngem;nﬂg,ggmgm»rahtes

to China controls on the part of mgat Fla, uq,_xi),}.,hgmmmﬁquapll._the
retention of the present level of controls to China, and find it difficult

RO e R s

to get an agreement, for any differential batween COCOM. opd. CHINCOM copirols.
So far as the COCOM controls themselves, I would evaluate the U.K. intent

to be the proposal of a common list applicable to the Bloc as a whols, and

controlling only such items as would contribute to the Bloc's ability to

wage a global war with nuclear weapons.
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